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(1) Whether the nature of the rev-
enue-producing activity of the compo-
nent will remain generally the same as 
before the transaction; or 

(2) Whether any of the following at-
tributes remain with the component 
after the transaction: 

(i) Physical facilities, 
(ii) Employee base, 
(iii) Market distribution system, 
(iv) Sales force, 
(v) Customer base, 
(vi) Operating rights, 
(vii) Production techniques, or 
(viii) Trade names. 
(e) This rule does not apply to trans-

actions between a parent company and 
its totally held subsidiary. 

[47 FR 29837, July 9, 1982, as amended at 50 
FR 49533, Dec. 3, 1985; 56 FR 57247, Nov. 8, 
1991; 61 FR 54514, Oct. 18, 1996]

§ 210.11–02 Preparation requirements. 

(a) Objective. Pro forma financial in-
formation should provide investors 
with information about the continuing 
impact of a particular transaction by 
showing how it might have affected 
historical financial statements if the 
transaction had been consummated at 
an earlier time. Such statements 
should assist investors in analyzing the 
future prospects of the registrant be-
cause they illustrate the possible scope 
of the change in the registrant’s histor-
ical financial position and results of 
operations caused by the transaction. 

(b) Form and content. (1) Pro forma fi-
nancial information shall consist of a 
pro forma condensed balance sheet, pro 
forma condensed statements of income, 
and accompanying explanatory notes. 
In certain circumstances (i.e., where a 
limited number of pro forma adjust-
ments are required and those adjust-
ments are easily understood), a nar-
rative description of the pro forma ef-
fects of the transaction may be fur-
nished in lieu of the statements de-
scribed herein. 

(2) The pro forma financial informa-
tion shall be accompanied by an intro-
ductory paragraph which briefly sets 
forth a description of (i) the trans-
action, (ii) the entities involved, and 
(iii) the periods for which the pro 
forma information is presented. In ad-
dition, an explanation of what the pro 

forma presentation shows shall be set 
forth. 

(3) The pro forma condensed financial 
information need only include major 
captions (i.e., the numbered captions) 
prescribed by the applicable sections of 
this Regulation. Where any major bal-
ance sheet caption is less than 10 per-
cent of total assets, the caption may be 
combined with others. When any major 
income statement caption is less than 
15 percent of average net income of the 
registrant for the most recent three 
fiscal years, the caption may be com-
bined with others. In calculating aver-
age net income, loss years should be 
excluded unless losses were incurred in 
each of the most recent three years, in 
which case the average loss shall be 
used for purposes of this test. Notwith-
standing these tests, de minimis 
amounts need not be shown separately. 

(4) Pro forma statements shall ordi-
narily be in columnar form showing 
condensed historical statements, pro 
forma adjustments, and the pro forma 
results. 

(5) The pro forma condensed income 
statement shall disclose income (loss) 
from continuing operations before non-
recurring charges or credits directly 
attributable to the transaction. Mate-
rial nonrecurring charges or credits 
and related tax effects which result di-
rectly from the transaction and which 
will be included in the income of the 
registrant within the 12 months suc-
ceeding the transaction shall be dis-
closed separately. It should be clearly 
indicated that such charges or credits 
were not considered in the pro forma 
condensed income statement. If the 
transaction for which pro forma finan-
cial information is presented relates to 
the disposition of a business, the pro 
forma results should give effect to the 
disposition and be presented under an 
appropriate caption. 

(6) Pro forma adjustments related to 
the pro forma condensed income state-
ment shall be computed assuming the 
transaction was consummated at the 
beginning of the fiscal year presented 
and shall include adjustments which 
give effect to events that are (i) di-
rectly attributable to the transaction,
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(ii) expected to have a continuing im-
pact on the registrant, and (iii) factu-
ally supportable. Pro forma adjust-
ments related to the pro forma con-
densed balance sheet shall be computed 
assuming the transaction was con-
summated at the end of the most re-
cent period for which a balance sheet is 
required by § 210.3–01 and shall include 
adjustments which give effect to events 
that are directly attributable to the 
transaction and factually supportable 
regardless of whether they have a con-
tinuing impact or are nonrecurring. All 
adjustments should be referenced to 
notes which clearly explain the as-
sumptions involved. 

(7) Historical primary and fully di-
luted per share data based on con-
tinuing operations (or net income if 
the registrant does not report either 
discontinued operations, extraordinary 
items, or the cumulative effects of ac-
counting changes) for the registrant, 
and primary and fully diluted pro 
forma per share data based on con-
tinuing operations before nonrecurring 
charges or credits directly attributable 
to the transaction shall be presented 
on the face of the pro forma condensed 
income statement together with the 
number of shares used to compute such 
per share data. For transactions in-
volving the issuance of securities, the 
number of shares used in the calcula-
tion of the pro forma per share data 
should be based on the weighted aver-
age number of shares outstanding dur-
ing the period adjusted to give effect to 
shares subsequently issued or assumed 
to be issued had the particular trans-
action or event taken place at the be-
ginning of the period presented. If a 
convertible security is being issued in 
the transaction, consideration should 
be given to the possible dilution of the 
pro forma per share data. 

(8) If the transaction is structured in 
such a manner that significantly dif-
ferent results may occur, additional 
pro forma presentations shall be made 
which give effect to the range of pos-
sible results.

Instructions: 1. The historical statement of 
income used in the pro forma financial infor-
mation shall not report operations of a seg-
ment that has been discontinued, extraor-
dinary items, or the cumulative effects of ac-
counting changes. If the historical statement 

of income includes such items, only the por-
tion of the income statement through ‘‘in-
come from continuing operations’’ (or the 
appropriate modification thereof) should be 
used in preparing pro forma results. 

2. For a purchase transaction, pro forma 
adjustments for the income statement shall 
include amortization of goodwill, deprecia-
tion and other adjustments based on the al-
located purchase price of net assets acquired. 
In some transactions, such as in financial in-
stitution acquisitions, the purchase adjust-
ments may include significant discounts of 
the historical cost of the acquired assets to 
their fair value at the acquisition date. When 
such adjustments will result in a significant 
effect on earnings (losses) in periods imme-
diately subsequent to the acquisition which 
will be progressively eliminated over a rel-
atively short period, the effect of the pur-
chase adjustments on reported results of op-
erations for each of the next five years 
should be disclosed in a note. 

3. For a disposition transaction, the pro 
forma financial information shall begin with 
the historical financial statements of the ex-
isting entity and show the deletion of the 
business to be divested along with the pro 
forma adjustments necessary to arrive at the 
remainder of the existing entity. For exam-
ple, pro forma adjustments would include ad-
justments of interest expense arising from 
revised debt structures and expenses which 
will be or have been incurred on behalf of the 
business to be divested such as advertising 
costs, executive salaries and other costs. 

4. For entities which were previously a 
component of another entity, pro forma ad-
justments should include adjustments simi-
lar in nature to those referred to in Instruc-
tion 3 above. Adjustments may also be nec-
essary when charges for corporate overhead, 
interest, or income taxes have been allocated 
to the entity on a basis other than one 
deemed reasonable by management. 

5. Adjustments to reflect the acquisition of 
real estate operations or properties for the 
pro forma income statement shall include a 
depreciation charge based on the new ac-
counting basis for the assets, interest financ-
ing on any additional or refinanced debt, and 
other appropriate adjustments that can be 
factually supported. See also Instruction 4 
above. 

6. When consummation of more than one 
transaction has occurred or is probable dur-
ing a fiscal year, the pro forma financial in-
formation may be presented on a combined 
basis; however, in some circumstances (e.g., 
depending upon the combination of probable 
and consummated transactions, and the na-
ture of the filing) it may be more useful to 
present the pro forma financial information 
on a disaggregated basis even though some 
or all of the transactions would not meet the 
tests of significance individually. For com-
bined presentations, a note should explain
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the various transactions and disclose the 
maximum variances in the pro forma finan-
cial information which would occur for any 
of the possible combinations. If the pro 
forma financial information is presented in a 
proxy or information statement for purposes 
of obtaining shareholder approval of one of 
the transactions, the effects of that trans-
action must be clearly set forth. 

7. Tax effects, if any, of pro forma adjust-
ments normally should be calculated at the 
statutory rate in effect during the periods 
for which pro forma condensed income state-
ments are presented and should be reflected 
as a separate pro forma adjustment.

(c) Periods to be presented. (1) A pro 
forma condensed balance sheet as of 
the end of the most recent period for 
which a consolidated balance sheet of 
the registrant is required by § 210.3–01 
shall be filed unless the transaction is 
already reflected in such balance sheet. 

(2)(i) Pro forma condensed state-
ments of income shall be filed for only 
the most recent fiscal year and for the 
period from the most recent fiscal year 
end to the most recent interim date for 
which a balance sheet is required. A 
pro forma condensed statement of in-
come may be filed for the cor-
responding interim period of the pre-
ceding fiscal year. A pro forma con-
densed statement of income shall not 
be filed when the historical income 
statement reflects the transaction for 
the entire period. 

(ii) For a business combination ac-
counted for as a pooling of interests, 
the pro forma income statements 
(which are in effect a restatement of 
the historical income statements as if 
the combination had been con-
summated) shall be filed for all periods 
for which historical income statements 
of the registrant are required. 

(3) Pro forma condensed statements 
of income shall be presented using the 
registrant’s fiscal year end. If the most 
recent fiscal year end of any other en-
tity involved in the transaction differs 
from the registrant’s most recent fiscal 
year end by more than 93 days, the 
other entity’s income statement shall 
be brought up to within 93 days of the 
registrant’s most recent fiscal year 
end, if practicable. This updating could 
be accomplished by adding subsequent 
interim period results to the most re-
cent fiscal year-end information and 
deducting the comparable preceding 

year interim period results. Disclosure 
shall be made of the periods combined 
and of the sales or revenues and income 
for any periods which were excluded 
from or included more than once in the 
condensed pro forma income state-
ments (e.g., an interim period that is 
included both as part of the fiscal year 
and the subsequent interim period). 
For investment companies subject to 
§§ 210.6–01 to 210.6–10, the periods cov-
ered by the pro forma statements must 
be the same. 

(4) Whenever unusual events enter 
into the determination of the results 
shown for the most recently completed 
fiscal year, the effect of such unusual 
events should be disclosed and consid-
eration should be given to presenting a 
pro forma condensed income statement 
for the most recent twelve-month pe-
riod in addition to those required in 
paragraph (c)(2)(i) above if the most re-
cent twelve-month period is more rep-
resentative of normal operations. 

[47 FR 29837, July 9, 1982, as amended at 50 
FR 49533, Dec. 3, 1985]

§ 210.11–03 Presentation of financial 
forecast. 

(a) A financial forecast may be filed 
in lieu of the pro forma condensed 
statements of income required by 
§ 210.11–02(b)(1). 

(1) The financial forecast shall cover 
a period of at least 12 months from the 
latest of (i) the most recent balance 
sheet included in the filing or (ii) the 
consummation date or estimated con-
summation date of the transaction. 

(2) The forecasted statement of in-
come shall be presented in the same de-
gree of detail as the pro forma con-
densed statement of income required 
by § 210.11–02(b)(3). 

(3) Assumptions particularly relevant 
to the transaction and effects thereof 
should be clearly set forth. 

(4) Historical condensed financial in-
formation of the registrant and the 
business acquired or to be acquired, if 
any, shall be presented for at least a 
recent 12 month period in parallel col-
umns with the financial forecast. 

(b) Such financial forecast shall be 
presented in accordance with the 
guidelines established by the American 
Institute of Certified Public Account-
ants.
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